Received by email

----- Original Message -----

Subject: Strawman Proposal on Electronic Transmission of Sea Cargo Information

Dear all,

Further report from the Hong Kong Economic & Trade Office, Washington on the captioned subject is reproduced hereunder for your association's information:

US Customs Strawman Proposal on

Mandatory Electronic Transmission of Sea Cargo Information

    As foreshadowed in our report dated 21 Jan in the same series, here is our report on what transpires at the US Customs' public meeting held today on the development of regulations on mandatory advanced electronic manifest information for sea cargo.

2. At the meeting, Customs officials reiterated that they are not "working in a vacuum."  Their primary objective, they said, is to be able to identify security risks in a timely manner.

On timing

3. You may recall from the report of Jan 21 that the comment period of this sea-cargo strawman proposal will ends on Feb 2, i.e. 10 days from today's public meeting, and that US Customs has set out in the proposal the post-final rule time-line for the test and phrase-in-periods for automation.  However, when the final rule will be issued remains unclear, even after the public meeting.

4. John Considine, Director of Cargo Verification noted at the meeting that the statute provides some interim procedures.  The attached leaflet handed out by the US Customs recaps the requirement of Sec. 343 of the Trade Act of 2002 for the Customs to submit to five congressional committees their reports 15 days prior to the promulgation of the rule and, in any case, no later than September 15, 2003.  (See attached file: seacargo.pdf)

5. Theoretically speaking, if the US Customs managed to draw up the rule, and complete the public comment analysis by February 3, (i.e. right after the comment period), they may promulgate the final rule anytime from February 18 to October 1, 2003.

Operational Matters

6. Charles Bartoldus, Customs' Director of Border Targeting and Analysis explained a variety of important issues that arose from the trade community's questioning of the 24-hour rule for in-bound cargo, as the regulations for mandatory electronic transmission of sea cargo information are seen to be intertwined with the 24-hour rule.  Key explanations include:

· In the case of multi-port loading, transmission of manifest is on a port-by-port basis, meaning the deadline remains 24 hours prior to the loading at each of the ports along the route. 

· Customs pledged to issue a "NO LOAD" message during the 24-hour if they identify anything suspicious.  Since "NO LOAD" message on the Automated Manifest System (AMS) will yet to be in place by February 2, Customs has asked the ports to obtain from NVOCCs and carriers information of point(s)-of-contact who can be reached anytime so that if a "NO LOAD" decision were made, the port could alert the importer in a timely manner. 

· "NO LOAD" message will be issued on a bill-basis.  That means if a bill contains 6 containers, all 6 should be removed upon receipt of the "No Load" message.

· Further, if an NVOCC or a carrier were to transmit the wrong or insufficient data to Customs but the cargo ended up on a vessel bound for the U.S., that container or group of containers would not be allowed to enter the U.S., according to Bartoldus.  The vessel would be allowed to discharge approved cargo, however.

· All US ports will be advised to work closely with the Customs in Washington DC to ensure that the notification system is implemented uniformly throughout the U.S.

· A HOLD message from Customs is different from a NO LOAD message, said Bartoldus.  A hold does not mean that the carrier cannot load. It means the shipment may be held once in the U.S. to ensure it meets all federal agency requirements  (i.e. a clearance from the Food and Drug Administration for food imports).

· With regard to the seeming redundancy of data required by the Coast Guard's 96-hour rule and Customs' 24-hour rule, Bartoldus said that Customs and the Coast Guard work closely together but that there are differences in the data elements required by each agency.  Customs is working to harmonize the process so that 24-hour notice contains information that is acceptable to the Coast Guard, thereby allowing the importer to only transmit one set of information to the U.S.

· On exemptions, Bartoldus shared that so far 47 exemptions have been approved; six letters are pending final approval; 14 have been denied due to the fact that a non-carrier requested the exemption or insufficient data was submitted; and nine letters are pending review.  All exemptions will be relayed to field offices and circulated internally by Customs, he added. 

· There was a good deal of dialogue between Customs and the business community about acceptable descriptions of cargo.  Indeed, the officials explained that on February 2, Customs will be looking for compliance on descriptions first and foremost.  Bartoldus explained in detail what types of cargo descriptions were acceptable and which were not.  He clarified that the term, "Said to Contain" was not an acceptable Customs format but that shippers must use the phrase "Shippers Load and Count (SLAC)" followed by descriptions of items provided by the shipper.  Bartoldus noted that in many instances since December, importers have left the description field blank, or provided totally inadequate phases such as "The."   US Customs undertook to put up on their website examples of acceptable and unacceptable description today.

· On whether Customs is considering partnering with Container Security Initiative (CSI) member countries, Bartoldus noted that the U.S. and Canada are in "active” negotiations and the U.S. is in early negotiations with Mexico on exchanging data.  Customs is also meeting with other countries. 

Industry's Inquiries

7.  The trade community's inquiries centered around a few key issues: load time and date clarifications; so-called "end of manifest" requirements; benefits of Customs-Trade Partnership Against Terrorism (C-TPAT) membership; and carrier automation.  Audience members worried that Customs was not taking into consideration the differences between NVOCCs and carriers, asking how or why they could be expected to perform date and time functions that fall under the strict purview of vessel operators.  Traders also wondered how much variance would be allowed for date and time transmissions.  The Customs officials explained that they are looking for guidance from the business community on establishing mutually agreeable timeframes.

8.  The US Customs told the audience that "End of manifest" information will be posted by Customs shortly, and the web-site is continually updated with answers to "Frequently Asked Questions," said Customs.  With regard to NVOCC paperless manifest requirements, Considine noted that would vary depending on the company and quantity of transmissions.  Considine added that the Automated Manifest System (AMS) has service centers available in the U.S. to guide importers and Customs is looking to have overseas locations open service centers as well.
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